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INDUSTRIAL POLICY ADMINISTRATION

Abstract

The industrial sector is one of the important components of economic development. Industrial activity of an
innovative character in this century will be a major factor in economic development. Therefore, the qualitative
level of industrial development is important. Of no little interest is the importance of the domestic economy in the
world market and its integration as an equal member. Industrial policy is a set of measures that affect the economic
life and situation of industries and enterprises or groups of enterprises through special government decisions and
measures, and not only by creation of a common economic environment. In this regard, the article discloses the
theoretical aspects of the "industrial policy" concept, subjects, objects of state industrial policy, types and models.
The analysis of foreign experience and the effectiveness of its application in Kazakhstan is conducted. In this article
the attention is focused on the innovative development of the country's industry. This article explores the mechanisms
and tools of structural policy. The authors of the article show the patterns of industrial policy development, which in a
certain period were under direct state regulation. In the article there was given the characteristics of industrial policy
development that focused on financial indicators. The classification characteristic and modern models of industrial
policy are considered. The main problems of industrial policy, taking into account the classification of the European
Economic Commission, were defined.

Key words: economics, industry, innovations, state policy, investments, management, production, efficiency,
competitiveness.

Industrial policy is a setoff me asuresthataffect the economic life and situation of industries and
enterprises or groups of enterprises through special govern men decisions and measures, and not
only by creation of a common economic environment. Industrial policy changes the structure of the
economy, solves regional problems, supports this or that type of business with the help of direct and
indirect instruments. Industrial policy is widely used in various countries of the world (both industrial
and developing) in order to protect national markets and diversify the economic sectors.

However, the term “industrial policy” itself is not used in Western theory, since it is associated
with all kinds of benefits, subsidies, support for inefficient industries and enterprises, i.e. measures
that are poorly compatible with the principles of a market economy. However, in practice, all the
countries use some or other form of production incentive and protection of jobs from import or export
support, although in many cases the absence of an industrial policy is formally declared.

The traditional form of industrial policy adopting in the current conditions for the developed
countries is the choice of priority directions of economic development based on the global laws of
scientific and technological progress and national competitive advantages and their implementation
through state target programs, development institutions, public procurements, soft loans, and support
of competitive production-technological structures.

The most important instruments of the industrial (structural) policy are indicative planning and
long-term forecasting of the scientific and technological process.

Scientists-economists pay insufficient attention to the industrial policy of the state. The industrial
policy of the state as a part of the general economic policy can be considered as one of the most widely
discussed and, at the same time, one of the most controversial concepts in the economic literature.

In the 40-60-ies of the twentieth century, the industrial policy of many countries was under direct
government regulation. The share of the public sector in that period was 30-35%, in some countries
reached up to 40%. Through conduction of privatization processes, there is a tendency indirection
of moving from direct methods of industrial development regulating by the state to indirect methods
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of regulating based on industrial policy. So the need to create complex bureaucratic structures for
the purpose of detailed regulation of industrial policy gradually disappeared, but none even a highly
industrially developed state has yet abandoned the methods of state regulation of industrial policy.

In connection with the cyclical development of the economy at the stage of getting out of the
structural crisis, industrial policy promotes the formation of a new type of sectoral structure of industry,
at the stage of economic growth- to its development and strengthening, at the stage of stabilization — it
is aimed at realizing the existing potential.

Depended on the stage of development the industrial policy provides either support for the existing
structure of industry, or the formation of a new type of industrial structure.

In the conditions of the priority of innovative development, as the result of a competent industrial
policy, it is possible to single out the formation of a high-technological, intellectual core of the
industry. At present, the state industrial policy can be considered as the national, since not only the
state and business, but also scientific and public organizations, institutions of civil society act as equal
participants in its development and implementation.

Thus, despite various approaches to the definition of industrial policy, one can note that industrial
policy is the most important direction of state economic policy; modern understanding of industrial
policy implies a change of the institutional structure of the economy and is characterized by its close
interrelation with scientific-technical and innovation policies.

Taking into account the content of industrial policy, the following definition can be singled out:
industrial policy- is a set of state regulation measures aimed at changing the institutional structure of
the economy on the basis of the latest achievements of science and technology in order to increase
the competitiveness of industries, sectors, enterprises and products, both externally and In domestic
markets, stimulating of economic growth, in accordance with perfected long-term national strategic
priorities.

The state is the subject of state industrial policy, and not any political power, but the state of a
modern type- an abstract corporation that has its own legal entity, different from the personalities of
the rulers, including the government apparatus and the aggregate of citizens.

Objects of industrial policy are the commodity producers and producers of services. This approach
differs from the traditional understanding of industrial policy, according to which its object are
usually considered large industrial-technological complexes, giant corporations or industries, usually
consisting of large, capital-intensive industries.

The structural changes that have taken place in recent decades — the development of the new
production technologies, financial instruments, organizational structures, the globalization of
production, trade and finance, the increasing role of knowledge, information and technology in
production processes, etc. — all this makes limited the traditional view of the industrial policy object
[1, p. 10-12].

There is no consensus on the classification of industrial policy in the literature. Traditionally the
industrial policy is divided (picture 1) in to passive and active.

Types of
industrial policy

proactive

reactive

Picture 1 — Types of industrial policy
Active industrial policy is divided into “proactive” and “reactive” policies. The core of the reactive

policy is the constant monitoring of tendencies of national and world technological development and
the support by measures of economic and institutional regulation of those that are recognized as useful.
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Pro-active policy is more risky and is in maintaining tendencies at an early stage, based on forecasts,
when they have not yet appeared, and their usefulness cannot be estimated reliably.

Passive industrial policy appears in the event that it is oriented only on the general financial
indicator of the development of the national economy.

According to classification of Europe an economic committee (EEC) the main problems of
industrial policy are:

1) reforming in the field of rulemaking and development of legislation (including problems of
liberalization, deregulation, social, labor and industrial legislation, financial engineering, privatization);

2) policy in specific industrial sectors (industrial restructuring, closing and conversion of industry
defense sectors, support for small and medium-sized enterprises, support for high-priority industries);

3) employment and productivity;

4) investment in tangible assets (industry, transport infrastructure, communications);

5) investment in intangible assets (industrial research and development, technology transfer,
personnel training, including management training, quality improvement, clean technologies,
development of standardization and statistics);

6) policy in the field of competitiveness and competition (events in the domestic market, export
development and trade liberalization);

7) international investments;

8) environmental policy, industrial ecology

9) industrial as pectsofenergy policy;

10) policy of regional development;

11) industrial cooperation between developed countries and countries in transitional phase;

12) specific aspects of industrial development of the countries in transition phase [2, p. 26-28].

There are certain instruments, the use of which is subject to a specific goal, the priorities of
the industrial policy being implemented. These priority areas of industrial policy being implemented
are called industrial policy models (picture 2): export-oriented model; import substitution model;
innovative model.

Import

Export-oriented il  substitution innovative
policy

Picture 2 — Models of industrial policy

The peculiarity of the export-oriented model of industrial policy is to encourage industries that
are focused on exporting their products. The main incentive measures are aimed at developing and
supporting of competitive export industries. The priority task is the production of competitive products
and access to the international market. There is an orientation of the country’s industry on the world
market in order to capture as much of the world market as possible. The government pursues the policy
of creating favorable conditions for the functioning and development of export-oriented industries.

The main advantages of this model are the country’s inclusion in the world economy and access
to global resources and technologies; development of strong competitive economy sectors that ensure
the development of other economy sectors and are the main provider of funds to the budget; attraction
of foreign exchange assets to the country and their investment in the development of production and
services of the national economy.
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Negative factors of the implementation of the export-oriented model relate mainly to commodity
exports, since its excessive presence in the structure of exported products threatens to lead to the
primitivization of the structure of the national industry; the growth of corruption in power structures;
the outflow of labor and financial resources from the manufacturing industry of the country, which
in the long term may lead to erosion of competitiveness of the country’s manufacturing industry,
and slowing economic growth rate. Stagnation in the manufacturing industry in turn can lead to its
lagging behind the world technological development and the need to import new machinery, which
virtually nullifies the effect of commodity exports, as it puts the country’s economic development in
dependence on foreign producers.

The import substitution model is a strategy for ensuring the domestic market based on the
development of national production. Import substitution is based on the implementation of a policy of
protectionism and the maintenance of a firm exchange rate of the national currency (thereby preventing
inflation).

The import-substituting model contributes to the improvement of the balance of payments
structure, the normalization of domestic demand, the provision of employment, the development of
production, and the scientific potential.

The negative aspects of the model of import substitution of industrial policy are the self-isolation
from new tendencies in the world economy; the possibility of technological, and therefore, competitive
lag from developed countries; the danger of creating hothouse conditions for national producers,
which will lead to inefficient management and use of resources; the need, to build fully production
chains that can be more capital and resource-intensive than those already existing in other countries,
regardless of the international division of labor.

The basis of the innovation model is the process of the country’s economic development both
on the domestic and foreign markets, which relies on the latest trends of technological and social
development using high-tech and capital-intensive production.

The core of the innovation model is to maintain the scientific and technical potential of the
country, and, consequently, its competitiveness in the international arena; stimulating the development
of educational institutions and providing the economy with highly educated and qualified personnel;
furtherance the creation of jobs within the country and ensuring domestic demand; maintaining a
stable and high national currency exchange rate and the welfare of the population; orientation on the
development of the machine-building complex, machine tool and instrument making with a higher
value added of the products.

The disadvantages of the innovation model are the need to spend a lot of money on the development
of innovation infrastructure and the renewal of the industry production apparatus; the need for a large
number of highly qualified personnel, and, consequently, arises the problem of their effective training
and retraining. Successful examples of innovative development models are the economies of the
countries such as Japan, South Korea. But, these countries are very small and it is easier for them to
regulate and control their markets for the implementation of the innovative model [3, p. 129-132].

Based on the above we can make the following conclusions:

+ industrial policy is asset of measures that affect the economic life and situation of industries and
enterprises or groups of enterprises through special government decision sand measures, and not only
by creation of a common economic environment;

¢ industrial policy should solve the following state problems: employment and productivity,
investment in tangible and intangible assets, industrial ecology, regional development policy, industrial
cooperation between developed and developing countries;

¢ there are three models of industrial policy: export-oriented, import substitution, innovative.
The first two types of industrial policy are uncompetitive in conditions of globalized economy,
because they are based on protectionist policies, which contradict the principles of a market economy.
The most promising is the innovation model of industrial policy, as it helps to maintain scientific
and technological progress, stimulates the development of educational institutions, focuses on the
development of industries with higher value addedproducts.

We will study the features of the industrial policy of the United States of America. In the United
States, the ideology of the free market is the main ideology, excluding open state management of the
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economy, unlike the Japanese methods that were used in Japan in the initial period. Nevertheless,
the US government played a pivotal role in stimulating growth in a number of areas. This was most
evident in agriculture. Here, the US government came very close to industrial policy, which it was
really worth pursuing, based on one of the deeper arguments that we discussed above.

As is known, the problem of recognizing ownership of scientific knowledge can be the cause
of state intervention in a particular industry. In agriculture, based on family farms, this problem is
especially acute: any innovation can later be used by thousands of farmers who do not risk anything
unlike a pioneer. To mitigate this problem, the US government organized researches in the field of
agricultural technology and spread information about them through the Agricultural Development
Service.

The second important task of the American government is defense. Due to the large size of the
national income compared to other industrialized countries and heavy expenses for defense, the state
sector of the United States is the world’s largest market for military equipment. Not surprisingly, the
United States dominates in the production of such military products as fighter jets, which brings a big
effect on the scale of production.

However, European analysts, explaining the lag from the US and Japan, believe that in practice,
America’s industrial policy is no less effective than the Japanese one.

According to the report of the Federal Reserve System of the USA, the volume of industrial
production in the USA increased by 0,6% in 2013 compared to the previous year. On the one hand, this
final result is positive, because a month earlier the US industrial sector showed a negative dynamics.
But if you look from the other side, then the current situation looks less bright, as experts of the
financial market predicted a higher value [4, p. 469—472].

Thus, the US experience in the field of industrial and innovation policy development is quite
applicable in Kazakhstan, because now very similar problems are being solved.
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Angarna

OKOHOMHKAJIBIK IaMY/bIH HET13I' KOMIOHEHTTEpPiHIH Oipi PKOHOMUKAHBIH HAKThI CEKTOPBIHBIH OHJIIPICTIK KbI3-
MeTi Ooubin TabbuTaABI. Ka3ipri TaHia MHHOBAIMSIIBIK CUMIATTAFbI OHIIPIC OCICCH T 3KOHOMHKA TAaMYbIHBIH Ma-
HBI3IBI (pakTophl OoMbI ecenrteneai. OChl aTaiFaH Mocelele OHMIpic MeHrell Memymn pell aTKapaabl. Ocipece,
JIAMBIFaH eJJiep KOFaMACTBIFBIHBIH O€N/Ii MYIIeCi PeTiHae SJIeMIIK HAPbIKKA OTAH/BIK YKOHOMHKAHBIH WHTErpa-
USUTaHy KQKETTIUTIT KaFTaifbIHAa OHBIH MaHBI3IBUIBIFRI KYIIeHe Tycyae. OHIIPICTIK cascaT TeK KaHa JKaIIIbl Ia-
PYAaIIbUIBIK XKaFiail TYIbIPhIN KaHa KOoMMaii, apHalibl MEMJICKETTIK HISIIIMIEP MEH IIapanap apKbUIbl KOCITOpBIHIAP
MEH TOITapFa, COHBIMEH KaTap cajia )KOHE SKOHOMHKAJIBIK OMipre 9cep eTeTiH Miapaiap >KUBIHTBIFBIH Oiipei.
Cou ceberTi, MaKaliaia «OHIIPICTIK casicaTy YFbIMBIHBIH TEOPUSUIBIK aCHEKTLIEpi allblIbI, OHBIH CyObEKTTEepl MEH
00BEKTTEpI, TYpJIepi )KaHEe MOZEbep]l KapacThIpbUIFaH. ATAIMBIII Calla/ia MEeTeNiK TKIpHOe /e 3epTTeil, OHbIH
Kasakranna jxy3ere achIppLIy THIMIUTITT KapacTHIPBUTABL. Enmeri eHepKocinTiH WHHOBANMSIIBIK JaMyblHA Hazap
ayaapbutrad. byl Makasiaaa KypbUIbIMIIBIK CasiCaTThIH MEXaHU3M/Iepl MEH Kypasiapsl 3epeieHreH. Makana aBTop-
napsel Oenrini 6ip Ke3eHIepIe MeMIIEKeTTiH TiKelel peTTeyiHae O0oiFaH OHEPKICINTIK casCaTThIH JAaMy 3aHIbUIBIK-
TapblH KepceTkeH. KapKbUIbIK KepceTkilrepre OariapiaHFaH OHEPKACINTIH JaMy epeKIIeNliKTepiHe curarrama
OepinreH. ©OHEPKACINTIK CasicaTThIH CHIHBINTAMAJIbIK CHIIATTaMalIapbl MEH 3aMaHayH MOJIEJIbAEP] KapacThIPbUIFaH.
EBpomnaJblk KOMHCCHSI CHIHBINITAMACHIH €CKEPE OTHIPBII OHEPKACINTIK CasicaTThIH HEri3ri Macesenepl aHbIKTaJFaH.

Tipek ce3mep: PKOHOMEKA, ©HAIPIC, MHHOBAIMSA, MEMJICKCTTIK CascaT, MHBECTHUIINS, MEHEIKMEHT, OHIIpic,
THIMIUTIK, O9ceKere KaOineTTiIiK.
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AHHOTALIUA

OnHUM H3 BaXKHBIX KOMITOHEHTOB AKOHOMHYECKOTO Pa3BUTHS SBISIETCS IIPOMBIIIUICHHEIH cekTop. [IpombInieH-
Hasl JIeITEIHbHOCTh MHHOBAIIMOHHOTO XapaKTepa B HBIHEITHEM CTOJICTHH OyJeT BaKHEHIIUM (haKTOPOM HIKOHOMHYE-
CKOTO pa3BuTHusA. 11 3TOro BakeH KaueCTBEHHBIN YPOBEHb Pa3BUTHS IIPOMBIIIIEHHOCTH. HeManoBaXHbIM sIBIISIET-
Cs 3HaUYEHHE OTEYECTBEHHOW dKOHOMMKH Ha MHUPOBOM PBIHKE U €€ MHTErpalus B KayeCTBE PAaBHOIIPABHOIO WIEHA.
IIpombITUICHHAST TIOMUTHKA TIPEICTABISACT COO0 COBOKYITHOCTh MEp, KOTOPBIC BO3JCHCTBYIOT Ha SKOHOMHYCCKYIO
JKU3Hb U TOJIOKEHUE OTpaciiell U NPeANpUsTUN WIKM FPyHH NPEANPUSTUI MyTeM CHELHaIbHBIX FOCYyIapCTBEHHBIX
petieHnii 1 Mep. B ¢BsI3M € 3TUM B CTaThe PACKPBITHI TEOPETUYECKNE ACTIEKTHI TOHSTHS «IIPOMBIILITIEHHAS] TOJTUTHKAY,
CyOBEKTBHI, 00BEKTHI TOCYIapCTBEHHOHN MPOMBIIIICHHON TIOIMTHKH, BUABI 1 Moziend. [IpoBeseH anaimu3 3apyoeKHOTO
ombITa ¥ 3PPEKTUBHOCTH ero nmpuMeHeHus: B Kazaxcrane. AKIICHTHPOBAHO BHUMAaHUEC HA MHHOBAI[HOHHOM pa3BU-
THUU TIPOMBIIJIEHHOCTH CTPAHBI, U3yYeHbl MEXaHU3MbI U1 HHCTPYMEHTBI CTPYKTYPHOU MOJUTHUKU. ABTOpAMHU CTaThU
MOKa3aHbl 3aKOHOMEPHOCTH Pa3BUTHUSI MPOMBIIICHHON MOJUTUKU, KOTOPBIE B OIMpPEIEICHHbIN MEepHOoJ] HAXOAUIUCH
IO TIPSIMBIM TOCYIAPCTBEHHBIM PEryIupoBaHreM. [laHa XapaKTepPUCTHKA 0COOCHHOCTE! pa3BUTHUS IPOMBIIUICHHON
TTOJTUTHKH, OPUEHTHPOBAHHON Ha (PMHAHCOBBIC TIOKa3aTeNl. PaccMoTpeHa KiracCupUKAIMOHHAs XapaKTePUCTHKA 1
COBPEMEHHBIE MOJICTH TPOMBIIUICHHON TTOJUTHKH. BBIABICHB OCHOBHBIC MPOOIEMBI MPOMBIIIICHHON MOTUTHKA C
y4eTOM KJTacCH(puKanuu EBporeiickoi SKOHOMUYECKOW KOMHCCHH.

KiroueBbie crioBa: SKOHOMHKA, MPOMBIIIJICHHOCTh, MHHOBAIIMH, TOCYIAPCTBEHHAs IMOJUTHKA, MHBECTHUIIHNH,
MEHE/KMEHT, TIPOU3BOZCTBO, YPPEKTUBHOCTD, KOHKYPEHTOCIOCOOHOCTb.
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